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ABSTRACT
Since its inception in 1969, the Alternative Minimum

Tax (AMT) has been utilized to keep taxpayers with higher

income from taking advantage of loopholes and paying little
or no income tax. Due to the ever changing nature of the
tax laws, AMT has evolved over the past few decades. These

changes, along with underlying problems of the AMT, have

made it so it is no longer a tax on the wealthy as it was

intended. As a result, each year an increasing number of
middle class taxpayers are bearing the burden of the

Alternative Minimum Tax.
The purpose of this project is to present what AMT is,
to discuss the method by which it is calculated and its
history; and to illustrate the reasons that the AMT is no

longer viable today. It was shown that due to the growing

burden that it imposes on the middle class the AMT no

longer serves its intended purpose and should be
significantly revised or eliminated all together.
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CHAPTER ONE

INTRODUCTION

Statement of the Problem

Since its inception in 1969, the Alternative Minimum

Tax (AMT) has been utilized to keep taxpayers with higher
income from taking advantage of loopholes and paying little

or no income tax. As with the ever changing nature of the
tax laws, AMT has been modified over the past decades.

However, these changes, along with underlying problems of

the AMT, have made it so it is no longer a tax on the
wealthy as intended. As a result, each year an increasing
number of middle class taxpayers are bearing the burden of

the Alternative Minimum Tax.

Purpose of the Project

The purpose of the project is to understand what AMT

is, the method by which it is calculated and its history;

and to demonstrate that the AMT is no longer viable today
due to the growing burden it imposes on the middle class.

1

Methodology
The methodology chosen is of a qualitative nature and
consists of a review of secondary research. It includes the

review of literature on the subject of alternative minimum-

tax and related subjects. It includes examination of data

relative to its impact on the American middle class and the
effect of inflation. Research material includes studies by
government agencies and others, newspapers, magazines,

books and the tax code as set forth by the Internal Revenue
Service.

Limitations of the Project

This project is limited to the study of Alternative
Minimum Tax as it relates to the middle class. It is

limited by the data and research material available on the

topic. It is further limited by the ever changing nature of
the United States tax code. The information presented in
this project is based on the Internal Revenue Code (IRC) as

of January 2006.
This project is further limited by the lack of uniform

standards for defining middle class income. The Federal
Census Bureau, and the federal government as a whole, does

not have an official definition for middle class. The

2

definition of "middle class" tends to be elastic and varies

based on geographic location and is not rooted in purely
financial terms but also in social hierarchy, education,

and occupation. The income ranges for middle and upper

middle class in California are higher than in Alabama
because of the higher cost of living. Further, the majority

of census data on income levels is based on households
rather than persons creating difficulties in finding an
accurate, uniform definition of middle class income. In
researching the definition of "middle class" in relation to

salary I found annual salary ranges from $25,000 to

$165,000 in different sources.

Turning back to geography,

$25,000 is hardly middle class in higher cost of living

states. Due to the lack of uniform definition and the
geographic disparities, this project takes into account the
broad annual salary ranges of $25,000 to $165,000 in
defining middle class.

Definition of Terms
Alternative Minimum Tax (AMT): The Alternative minimum
tax is a separately figured tax that eliminates many
deductions and credits, thus increasing tax liability for

3

an individual who would otherwise pay less tax (Internal
Revenue Service, 2006) .
Alternative Minimum Taxable Income (AMTI): The taxable

income of a taxpayer for the tax year determined by adding

and subtracting AMT adjustments and preferences.
Middle Class: Social class broadly defined
occupationally as those working in white-collar and lower

managerial occupations; sometimes defined by reference to
income levels or subjective identification of the

participants in the study(Elmer's Dictionary, n.d.).

Plan of Study

Chapter one is an introduction to Alternative Minimum
Tax. It includes the statement of the problem and the

purpose of the research. It also includes the methodology
and definition of terms.

Chapter two examines the requirements established by

the Internal Revenue Service for AMT and how it is
calculated. Chapter three summarizes the origins of
Alternative Minimum Tax and the subsequent legislation

pertaining to it.

Chapter four is an analysis of Alternative Minimum Tax
as it pertains to the fiscal impact on the middle class. It
4

examines the underlying problems of AMT as well as the

effect of inflation. It also inspects the projected growth

of the alternative minimum tax if left unchanged.

Chapter five examines the viability of the AMT today.

It includes the concluding remarks of the project.
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CHAPTER TWO

CALCULATING ALTERNATIVE MINIMUM TAX

Filing Requirements

The first obstacle for most taxpayers regarding
Alternative Minimum Tax is determining if they have to file

IRS Form 6251 for AMT for individuals. This means
determining whether or not the taxable income on IRS Form
1040, joined with the AMT preference and adjustments,

surpasses the AMT exemptions(Peckron, 2 0 05) .
For the two-thirds of tax filers who claim the

standard deduction, the process is fairly simple. "If
they elect not to itemize their deductions, they just
subtract the AMT exclusion--$58,000 for married
taxpayers filing jointly and $40,250 for most other
taxpayers in 2003 and 2004--from adjusted gross income

(AGI) and apply the two-step tax rates of 26 percent
on the first $175,000 and 28 percent on any excess." If
that amount exceeds their precredit regular tax

liability, they owe the excess as AMT.

(Williams,

2004, para 6)
For those taxpayers that itemize their deductions, it means

completing the worksheet included in the Form 1040
6

instructions. This worksheet assists the taxpayer in

determining whether or not they need to complete Form 6251

7

Worksheet To See if You Should Fill in Form 6251—Line 45
Keep forYoar Records
Before you begin: *' Be sure you have read the Exception above to see if yon must fill in Form 6251 instead of using this
•/

•fforteheet.
If you are claiming the foreign tax credit (see the instructions for Form 1040, fine 47, on page 40), enter •
that credit on line 47.
-■
'
-

1. Are you filing Schedule A?
,
-•
| | >'o. Skip lines 1 through 3; enter oa fine 4 the amount from Form 1040, line 38, and go to line 5.

__ I Yes. Lu’er :i.e

:ie;u i

lu-i -:1

...

........................................

1.

2. Enter the smaller of the amount on Schedule A, fine 4, or 2.5% (.025) of the amount on
J? ’
Form 1040, fineSS................................... .. .......................•....................................■..................... '................

2.

3. Enter the total of the amounts from Schedule A. lines 9 and 20 ..:..................... ;.................. ..................
4. Add lines • through 3 above . ?........................................ . ■............ .. ............................................. ..............

3. '
4.

5. Enter any tax refund from Fonn 1040, lines 10 and 21................................................. ....
1:::; ? fre-r hr.-; 1

o.

...................

..............................

5.

............................................ 6.

7. Enter the amount from Form 8014, line 2 .1............................................................. '.......... :..................

7.

8. Subtract fine 7 from lice 6....................... '...................... .................. .. ...................................................... .. .. . ', 8'.
9. Enter the amount shown below for your filing status.

,
• Single or head of household—540,250 7,- • Married filing jointly or qualifying widow(er)—558,000

« Married filing separately?—529,000
.,
10.1s the amount an line 8 more than the amount on line 9? [ZT>’n. I«?'t You do not need to fill in Foim 6251.
. ........................................ ..
. ■■■■■■
I I Yes. Subtract line 9 from line 8................... ,....; i?):..................... .. .............................................. 10,
IL Enter tire amount-shown below for your filing-status.
. •’’Single or head of household—$112,500 _

•

’j;'.-

* Married filingjointly or qualifying widoivfer)—$150,000
• Married filing separately—$75,000
,,,

..............

p-A.
J

11.

12. Is the amount on line 8 more than the amount on fine 11?
i_ No. S!.r,’ lm-' 22
1J ere: en l.n-.- i-: :l:e am’-.i i: ;;.-:u hue
:xd uo fo Ixc 12
I~I Y«. Subtract fine 11 from line 8 ....-...............................................'.;.............................................. .. ' 12.
^.Multiply line 12 by 25% (25) and enter the result but do not enter more than line Aabove............... . 13.

If. i*.

I Yis.

cc I.-:.' : r.i-?:e :?.nn -..17a 0'J'i ■?. I ■': ■ f. :i=-=:n. S fd.uy 'fp;r.-.ie!y,’
Fill u. Fc::i >?25:
ree rf-.rr o.-e the rhe::. ir.-_- i:u:.:m-ci!

O Xo. Multiply, lice 14 by 26% (.26).... ?..................... ........... c.\,.

....... :............ :........ 15.

16. Enter the amount from Fonn 1040, fine 44) minus the total of any tax'from Form 4972 and any amount on
Fonn'i040;Kne 47? If you used Schedule J to figure your tax, the amount for Form 1040, line 44, must be
refigured without using Schedule J............................................ :................................ )................................ 16..
Next IsttKanumat on line 15 more titan the amount on line 16?
),
ZjYi-. T:2 i"
i? :e ■ -2owe the alternant..- cm,:i::-;;.t:
Q>«. Yoo do not need to fill in Form 6251.
■

Figure 1. Alternative Minimum Tax Worksheet

Note. From United States Internal Revenue Service.
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Exemptions

Table 1. Alternative Minimum Tax Exemptions

IF your filing

AND AMT income

THEN exemption

status is...

is not over...

amount is...

Single or

$112,500

$40,250

$150,000

$58,000

$ 75,000

$29,000

head of household

Married filing jointly

or qualifying widow(er)
Married filing separate

Note. From United States Internal Revenue Service.

The AMT exemption is phased out completely when alternative

minimum taxable income (AMTI) reaches specified levels.

Thus, the exemption amount is zero if AMTI reaches:

9

Table 2. Alternative Minimum Taxable Income Thresholds

Filing Status

AMTI threshold

Single or head of household

$273,500

Married filing jointly

$382,000

or qualifying widow(er)
Married filing separately

$191,000

Note. From United States Internal Revenue Service

If your alternative minimum taxable income is greater then
the amount in table 1 but less than the AMTI threshold in

table 2, the exemption is phased out(IRS ,n.d.). The phase
out computation requires that the taxpayer multiply any
AMTI over the limit specified in table 1 by 0.25 to reduce

the exemption amount.

Example:
A taxpayer and spouse filing jointly have an alternative
minimum taxable income of $165,000 for tax year 2004. This

amount is $15,000 more than the $150,000 limit thus their
exemption amount is:

10

AMT standard exemption

$58,000

Less:
0.25($165,000 - $150,000)*

AMT Exemption

$ 3,750

$54,250

♦Calculation based on the formula:
AMT Standard exemption - 0.25 (AMTI - AMTI limit)
(Peckron, 2005)

Using this same calculation, the point at which the AMT
exemption is zero can be found. For example, a single
taxpayer with AMTI of $273,500 will have no AMT exemption

based on the calculation:
$40,250 - 0.25 ($273,500 - $112,500) = $0

An AMTI of $273,500 is outside of the income range for a
middle class taxpayer. Therefore, middle class taxpayers

generally are not concerned with having the AMT exemption

completely phased out but the limits are important to know
The Internal Revenue Service provides an exemption

worksheet in the instruction for Form 6251. This worksheet

follows the same calculations as outlined above.
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Exemption Worksheet—Line 29
(Keep for Your Records)
Note, if Form 8251, line 28, is equal to or more than: 5273,500 If single or head of household; 5382,000 B .
married filing joints or qualifying wdawfer); or $191 ,QQQ if married Bling separately; year exemption is zero. Do
not complete this worksheet* instead, enter the amount from Form 8251, line 28, on Bne 30 and go to line 31.

1. 'Enter $40,250 if single or head of household; $53,000 if married filing
jointly or qualifying widow(er); $29,000 if married filing separately .... 1.
2. Enter your alternative minimum taxable income
(AMTI) from Form 6251, line 28.......................... .. 2.______
3. Enter $112,500 if single or head of household;
$150,000 if married filing jointly or qualifying
widowfer); $75,000 ff married filing separately .'..I 3._____________
< Subtract line 3 from line 2. If zero or Jess, enter -0- 4._____________
5- MuBapty line 4 by.25% (.25)........................ ........................................... , 5. _
6. Subtract line 5 from line 1. If zero or less, enter -0-. If this .form is for a
child under age 14, go to line 7 below. Otherwise, stop here and
. enter this amount on Form 6251, fine 29, and go to Form 6251, line
30 .............. -.......................................... .. .......... .......... ................. > 6..
7. Child’s minimum exemption, amount......:........................... ,7..
8. Enter the child’s earned income, if any (see instructions):.................... 8.
9. Add lines? and 8 ............. ................. ................................. 9. _
10. Enter toe smaller of line 6 or line 9 here and on Form 6251, line 29,
■ and go-.to Form 6251, line 30............ .. .................. .......................... , |k 10. _

J5J5O

Figure 2. Alternative Minimum Tax Exemption Worksheet

Note. From United States Internal Revenue Service.

Tax Rates
Regular income tax is progressive in nature and has

various tax rates ranging 10 to 35 percent. The AMT however
has only two tax rates. The first $175,000 of Alternative

Minimum Taxable Income is taxed at a rate of 26 percent.
Any AMTI over $175,000 is taxed at a rate of 28 percent.
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Common Alternative Minimum Tax Adjustments
Personal Exemptions and Standard Deductions

The IRS allows for personal exemptions and standard
deductions to reduce regular tax. However, they are not

allowed under AMT and the exemption deductions must be
"added back" when computing alternative minimum taxable

income. These exemptions will be excluded on line 1 of Form
6251 by entering either the amount from Form 1040 line 40
or line 37 depending on whether the taxpayer itemizes
deductions or takes the standard deduction (Peckron, 2005).

"The AMT currently has a disproportionate impact on
large families by denying them the dependent exemptions
allowed in the regular income tax" (Williams, 2004, para
23). For example, a married couple with four children would

under regular tax law be allowed an exemption of $ 19,200
(six personal exemptions at $3,200 each under 2005 tax
law). The U.S. Bureau of the Census reports in 2000 that

the average number of children in the United State varies

from a low of 1.71 children in West Virginia to a high of
2.21 in Utah. Rounding the census figures to two children
per family, the average traditional married family consists

of four members.
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Looking further at the U.S. census the median familyincome by family size varies by geographically location. A
four person family in New Mexico has a median income of

$47,256 annually while in Connecticut it is $88,276.
Comparing the U.S. census figures it is interesting to note
that in over half the states, as family size exceeds seven
or more persons the median income decreased. Middle class

taxpayers that choose to have larger families over the four
person norm may be subjected to AMT because personal

exemptions are disregarded in alternative minimum tax

calculations.
State and Local Taxes

While state and local taxes are deducted as Itemized
Deductions on Schedule A, they are disallowed for
Alternative Minimum Tax calculations. As with the standard

deduction, state and local taxes deducted on Schedule A
must be added back to calculate alternative minimum taxable

income (Lewis, 2 0 03) . Appendix 3, as reported by the U.S.
Department of Commerce, states the per capita amount of

state and local taxes by state. This table can be used to
illustrate the amount tax payers subject to alternative

minimum tax need to add back to their regular taxable
income.
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Other Taxes

Other taxes that are not permitted for alternative

minimum tax purposes include property taxes on items
including real estate, or personal property such as
vehicles. Other exclusions include foreign real property,

foreign income taxes, local income taxes, or excess profits
(Peckron, 2 0 05) .

Medical Expenses

When itemizing taxes on Schedule A Form 1040,
taxpayers may deduct medical expenses that are in excess of
7.5% of adjusted gross income (AGI). For alternative

minimum tax purposes, the medical expenses must exceed 10%
of AGI, 2.5% more than for regular tax calculations.

(IRS,

n. d)
Example: A taxpayer has an adjusted gross income of $75,000

and medical expenses of $10,000. When itemizing deductions
for Schedule A of Form 1040, the taxpayer may deduct $4,375

in medical expenses. This is calculated by subtracting
$5,625 (0.075 * $75,000 AGI) from the total medical

expenses of $10,000. However, only $2,500 would be allowed
to be deducted for AMT purposes because the medical

expenses did not exceed 10% of AGI.

15

Miscellaneous Itemized Deductions
While miscellaneous itemized deductions that exceed 2%

of adjusted gross income are deductible on Form 1040
Schedule A, they are not recognized for AMT. If the

miscellaneous deduction is not subject to the 2% rule than

it is recognized for both regular and alternative minimum
tax.

(IRS, n.d.)Examples of miscellaneous itemized

deductions subject to the- 2% rule include:

•

Dues paid to professional societies,

•

Employment-related educational expenses,

•

Expenses of looking for a new job,

•

Professional books and magazines,

•

Union dues and fees,

•

Business related travel, transportation, meals
and entertainment

•

Work clothes and uniform

•

Legal fees to collect taxable income, such as
alimony,

•

Fees for renting a safe deposit box to store

investment-related material; and
•

Fees for having a tax return prepared.(IRS, n.d.)
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Incentive Stock Options

An incentive stock option is an option type that is
taxed when the stock acquired is sold rather than when it

is exercised. However, when calculating alternative minimum
taxable income this rule does not apply. Instead as a

taxpayer you must include on line 13 of Form 6251 of:

1. The fair market value of the. stock acquired through

exercise of the option (determined without regard
to any lapse restriction) when your rights in the

acquired stock first become transferable or when
these rights are no longer subject to a substantial
risk of forfeiture, over

2. The amount you paid for the stock, including any
amount you paid for the ISO used to acquire the

stock.

(IRS, n.d.)

The exception to this is if the incentive stock option is

exercised and then the stock is disposed of in the same
year. The tax treatment under the regular tax and the
alternative minimum tax would be the same so no adjustment
on form 6251 would be needed.

17

Add:
Regular taxable income
-i-Medical/dental deductions

^-Specified miscellaneous itemized deductions subject
to AMT
-t-State/local/real estate tax deductions

-(-Personal exemptions

-t-Spread on ISO exercise
= Preliminary AMT taxable income
Subtract:

$45,000 AMT standard exemption

= Actual AMT taxable income
Multiply:
Actual AMT taxable income times 26% for amounts up to
$175,000, plus 28% of amounts over that

= Tentative minimum tax

Subtract:
Tentative, minimum tax - Regular tax

= AMT
Figure 3. Summary of Calculating Alternative Minimum Tax

Note. Stock Options and the Alternative Minimum Tax.

(n.d.). Retrieved

March 9, 2006 from The National Center for Employee Ownership Web site:
http://www.nceo.org/library/amt .html
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CHAPTER THREE
HISTORY OF ALTERNATIVE MINIMUM TAX

The Minimum Income Tax of 1969

The history of Alternative Minimum Tax has its roots
in the Vietnam War when the government needed additional
funding to support the war efforts. The Johnson

administration appointed Joseph Barr, Treasury Secretary,

and Stanley S. Surrey, Assistant Secretary of the Treasury,
to scrutinize the tax code and to close any tax loopholes
in an effort of tax reform.

(Goodman, 2005,)In 1969, Barr

reported before Congress that "155 people with adjusted
gross income above $200,000 had paid no federal income tax

on their 1967 tax returns. Adjusted for inflation, $200,000
in 1966 dollars equals about $1.1 million in today's
dollars"

(Schuler, 2001, para 12).

This disclosure led to much public dismay however,
President Lyndon Johnson designated the duty of tax reform
to the Nixon administration, which would be taking office

shortly. In April of 1969, the Nixon Administration offered
before Congress its tax reform policy along with the
following statement:

(Goodman, 2005)

19

Reform of our Federal income tax is long overdue.

Special preferences in the law permit far too many
Americans to pay less than their fair share of taxes.

Too many other Americans bear too much of this tax
burden.

... We must reform our tax structure to make

it more equitable and efficient; we must redirect our

tax policy to make it more conducive to stable
economic growth and responsive to urgent social needs.

Much concern has been expressed because some citizens
with incomes of more than $200,000 pay no federal
income taxes. These people are neither tax dodgers or

tax cheats. Many of them pay no taxes because they
make large donations to worthy causes donations that

every taxpayer is authorized by existing law to deduct

from his income in figuring his tax bill. But where we
can prevent it by law, we must not permit our
wealthiest citizens to be 100 percent successful at
tax avoidance. Nor should the Government limit its tax
reform only to apply to these relatively few extreme
cases.(New York Times, April 22, 1969)

The minimum income tax was thus enacted in 1969 as an add
on tax. "People had to pay a 10 percent tax on the amount

to which their reductions of tax liability (tax

20

preferences) exceeded $30,000" (Schuler, 2001, para 13).In

1976, that add-on tax amount was increased to fifteen
percent while the exemption was lowered to $10,000.

The Tax Reform of 1978

While the minimum tax was altered several times in the
years following its enactment in 1969, the biggest change

came with the Tax Reform of 1978.With this tax reform the

minimum tax was altered from an add-on tax to be the
alternative minimum tax that is in existence today. The

Revenue Act of 1978 was a response to concerns that the tax

structure was causing a decrease in capital formation.
Alternative Minimum Tax was in conjunction with the add-on

minimum tax with graduated rates of 10%, 20% and 25%, and
an exemption of $25,000.

(Schuler, 2001) "Taxpayers paid

AMT if their AMT liability exceeded regular tax plus add-on

tax. Upon its inception, the AMT had more than twice as
many taxpayers and raised twice as much revenue as the add

on tax"

(Burman, Gale, Rohaly, & Harris, 2002, p.16).

Tax Acts of 1982 and 1986

With the Tax Equity and Fiscal Responsibility Act of
1982, the "add-on" tax was repealed completely. Exemptions

21

were changed to $20,000 for individual taxpayers and
$40,000 for joint returns. Further, the tax act altered the

AMT rate to a flat 2 0% -that was applied after subtracting

the exemption amount from alternative minimum taxable

income.

(Weiner, 1999)

As with previous reforms the Tax Act of 1986 added
more tax preferences including long term capital gains. The

tax act created a phase out of exemptions for taxpayers and
eliminated the exemption completely for higher income

taxpayers. It created an income tax credit for AMT
liability from prior year as well as raised the AMT rate to

21 percent.

Subsequent Tax Acts and Reforms
Since 1986, numerous tax policies have continued to

evolve the Alternative Minimum Tax into its current

condition. The Omnibus Reconciliation Act of 1990 increased
the AMT rate to 24 percent. Under the Clinton
Administration the Omnibus Reconciliation Act of 1993 was

passed by the House on August 5th with a 218 to 216 vote. It
was approved by Senate the next day with no Republications

voting in its favor.

(Goodman, 2005) For taxpayers who

earned between $100,000 and $175,000, the AMT rate was

22

increased to 26 percent and for those earning above

$175,000 to 28 percent. Further, exemptions were increased
to $33,750 for individuals and $45,000 for married couples.

The Taxpayer Relief Act of 1997 reduced capital gains

rates in the AMT. It also created the child tax credit as
well as the education credits which ultimately cause a
greater number of taxpayers to become subjected to AMT. Two

significant legislations were the Economic Growth and Tax

Relief Reconciliation Act (EGTRRA) of 2001 and the Jobs and
Growth Tax Relief Reconciliation Act (JGTRRA) of 2003.
EGTRRA of 2001 raised the exemptions to $35,750 for

single taxpayers and $49,000 for married taxpayers. It also
allowed for certain tax credits to be applied against

regular tax liability regardless of the AMT. The JGTRRA of
2003 further increased exemptions to $40,250 and $58,000

for individual and joint returns respectively. The JGTRRA
carried a sunset provision that the exemption rates were to

return to the 2002 levels however, this provision was
extended by Congress through 2006 as the government

continues to find solutions for the AMT dilemma.
The EGTRRA of 2001 and JGTRRA of 2003 lowered the
marginal tax rate for most taxpayers. "However the
applicable AMT rates were not adjusted in step with the

23

I

lowered rates of EGTRRA and the 2003 act, causing many more
people to face higher taxes because of the AMT than had

originally been planned. This reduced some of the benefit

of EGTRRA and the 2003 act for many middle income earners"
(answers.com, n.d.).
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CHAPTER FOUR

UNDERLYING PROBLEMS OF ALTERNATIVE MINIMUM TAX

Two of the significant problems, with the AMT involve

the cost of compliance: first in time and money for the
taxpayer and fiscally for the Internal Revenue Service. One

complexity of the alternative minimum tax is that taxpayers

are first required to compute their regular tax and then go
back to calculate if they owe AMT based on different income

brackets, exemptions and preferences. While there is no
direct way to derive the full costs for taxpayers to figure
AMT, there have been estimates such as calculating the

value of the time spent on preparing the form. "For 1997

returns (filed in 1998), these estimated costs were
approximately $360 million"

(Schuler, 2001, para 21).

Naturally, having additional tax forms requires more
work for the IRS to make sure taxpayers are in compliance
with the tax laws. Due to the complexity of the alternative

minimum tax, using computers to check calculations is not
always effective. Often, compliance needs to be measured
through audits proving to be timely and costly for the IRS

in terms of labor.
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An important feature of the tax brackets and personal
exemptions for the regular tax is that they are indexed for
inflation on an annual basis. This helps to prevent bracket
creep defined as "an automatic upward shift in the marginal

income tax bracket through inflation"

(Turbotax, n.d.). The

exemption amounts for the alternative minimum tax are not
indexed for inflation. As shown in the review of the
history of AMT in chapter three Congress has, over time,

raised the exemption amounts but not at the rate needed to

keep up with inflation. Since the Omnibus Reconciliation

Act of 1993 exemption amounts for individuals have
increased from $33,750 to $40,250, a 19.26 percent

increase. According to the Consumer Price Index, inflation
has increased 36.95 percent during that same time period.

The current exemption amounts of $58,000 for married

taxpayers and $40,250 for those unmarried, are set to
expire at the end of this year. If it is not extended the

exemption amounts will return to the pre-2001 levels,
making the disparity of not being indexed for inflation
greater. If Congress elects to keep the current exemption

rates on a permanent basis, as well as index it and other
aspects of the AMT for inflation, the number of taxpayers
who would be subject to AMT in the coming years would
26

decline. "About 5 million taxpayers would owe AMT in 2010,

a reduction of more than 80 percent from the estimated 29

million taxpayers who would otherwise owe AMT in that year"
(Williams, 2004, Changing AMT section, para 3).
This lack of inflation indexing is a prime factor in

the growing number of taxpayers being burdened with AMT.
When income grows due to inflation regular tax liability
generally does not grow because both the regular tax and

the income are moving at the same inflation rate. Since AMT

is not indexed, the AMT liability as a percentage of income
is raised with real income growth. Thus, as more people
have an AMT liability that exceeds the regular tax

liability, the number of people paying AMT grows.

(White,

2001)

Another factor in the increase number of taxpayers
paying alternative minimum tax is the tax cuts of 2001 and
2003, as discussed in Chapter 3. Taxpayers must pay the

greater of either the regular tax or the AMT due. The tax
cuts lowered taxpayer's regular tax liability but given

that there were no changes in AMT, many taxpayers were
faced with that burden instead.
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Future Growth of Alternative Minimum Tax
Alternative Minimum Tax was originated to prevent high

income taxpayers from paying little or no income tax
through the use of tax loopholes. However, it is no longer

just for high income taxpayers. Instead, the alternative
minimum tax is increasingly affecting the middle class and
will continue to do so at a staggering rate unless it is

repealed or reformed. "Since 2000 the AMT has steadily
grown, hitting roughly 3 percent of taxpayers in 2005. If

left unchanged, the AMT will penalize nearly 20 percent of
taxpayers by 2010—some 30 million Americans in total"
(Chamberlain & Fleenor, 2005, para 3).
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/WIT Taxpayers (millions)

Figure 4. Number of Alternative Minimum Tax Taxpayers

Note. Assumes EGTRRA and JGTRRA sunsets are repealed and the temporary

AMT provisions are allowed to expire in 1005.
Note. Carroll, R.

(2005, March 7). Background Materials on the

Alternative Minimum Tax. Retrieved March 7, 2005 from the Department of

the Treasury Web Site: http://www.taxreformpanel.gov/meetings/pdf/fact-

sheet-on-amt_03032005.pdf

The figures presented by the Department of Treasury
assume that EGTRRA and JGTRRA sunsets are repealed and that
the higher exemption amounts were allowed to expire in

2005. These exemption amounts were extended through 2006
but this data gives the best example of the projected
growth of AMT if not extended past the current tax year.
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Figure 5. Percentage of Taxpayers on Alternative Minimum
Tax, by Income Class (in 2005$)

Note. Assumes EGTRRA and JGTRRA sunsets are repealed and the temporary

AMT provisions are allowed to expire in 1005.
Note. Carroll, R.

(2005, March 7). Background Materials on the

Alternative Minimum Tax. Retrieved March 7, 2005 from the Department of
the Treasury Web Site: http://www.taxreformpanel.gov/meetings/pdf/fact-

sheet-on-amt_03032005.pdf

Viewing the data on the figure it is apparent that the

middle class will be greatly burdened by the alternative

minimum tax. At several points on the graph, the percentage
of middle class taxpayers with income of $50,000 to
$100,000 paying AMT is higher then those with income of

over $1 million dollars. The percentage of taxpayers
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earning $100,000 to $500,000 increases drastically from

2005 to 2006 under the assumption that the exemption

amounts returned to pre-2001 levels. While those amounts

are to remain in effect for the 2006 tax year, this chart
poses a distressing situation if the amounts are lowered
for 2007.

While the figures of the projected growth of
alternative minimum tax over the next decade cannot be
actualized, the fact that it will impact the middle class
still remains. "The AMT exemption protects most low-income
taxpayers, and the maximum 28 percent alternative tax rate
keeps most taxpayers with the highest income off AMT"

(Williams, 2004, Projected Growth section, para 2).

Furthermore, married couples filing jointly are more likely

to have AMT liability than their unmarried counterparts due
in part to the dual income. It is projected that for the

middle class (as well as married couples) the personal
exemption will play a key part in the number of taxpayers
paying AMT. This is projected to be the most common item to
be added back into taxpayers taxable income under AMT.

(Carroll, 2005)
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CHAPTER FIVE

VIABILITY

Webster's dictionary defines viable as "capable of
success or continuing effectiveness." In determining

whether of not alternative minimum tax is viable the
following question must be answered: Is the alternative

minimum tax achieving its intended goal?
When the concept of the add-on tax, and later the
alternative minimum tax, originated in 1969 it was to

ensure that high income taxpayer were paying their fair

share of taxes. Recall in Chapter 3, that the Nixon
Administration stated "special preferences in the law

permit far too many Americans to pay less than their fair

share of taxes. Too many other Americans bear too much of

this tax burden.

. . We must reform our tax structure to

make it more equitable and efficient"

(Goodman, 2005) . The

way in which alternative minimum tax is structured

currently, as discussed previously, levies an ever
increasing burden on the middle class. By analyzing the

underlying problems and projected growth, it is evident

there is nothing equitable, or efficient, about the AMT.
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According to the Internal Revenue Service Fall 2000,

Statistics of Income Bulletin, a little more than 93
million people paid regular income tax on their tax

returns. Combine that with the IRS estimate that "without

the AMT for individuals, about 14,000 taxpayers would pay
no federal income tax"

(Schuler, 2001, Problems section,

para 2). The end result would be that "99.985 percent of
taxpayers paying income tax were already doing so even

without AMT." (Schuler, 2001, Problems section, para 2).

The fact that the alternative minimum tax is not
impacting its intended target is shown by the increasing

number of middle class taxpayers subject to AMT liability.
Combine this with the figure that 99.985% of taxpayers are

paying their taxes even without AMT illustrates that it is
not needed and its intended goal not met.

Finally, the

alternative minimum tax does not promote stable economic
growth, with its burden on the middle class, as desired by

the Nixon Administration.
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INTERNAL REVENUE SERVICE FORM 6251
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6251

OMB No. 1545-0074

Alternative Minimum Tax—Individuals

Department ef the Treasury
Internal Revenue Service W

M05

► See separate instructions.

(Rev. January 20QSJ

Attachment
rf<_
Sequence No. 32

► Attach to Form 1040 or Form 1040NR.

Your social security number

Name® shown on Form 1040

Parti

Alternative Minimum Taxable Income (See instructions for how to complete each line.)

1

If filing Schedule A (Form 1040). enter the amount from Form 1040, line 41 (minus any amount on Form
8914, line 2), and go to line 2, Otherwise, enter the amount from Form 1040, line 38 (minus any amount
on Form 8914, line 2), and go to line 7. (If less than zero, enter as a negative amount) ......

i_

2

Medical and dental. Enter the smaller of Schedule A (Form 1040), line 4. or 25494 of Form 1040, line 38 .

J

3

Taxes from Schedule A (Form 1040), line 9

4

Enter the home mortgage Interest adjustment if any, from line 6 of the worksheet on page 2 of the Instructions

2
_4

5

Miscellaneous deductions from Schedule A (Form 1040), line 26.....................................................................

5

6

If Form 1040, line 38, is over $145,950 (over $72,975 if married filing separately), enter the amount from
line 9 of the itemized Deductions Worksheet on page A-9 of the Instructions for Schedules ASS

7

Tax refund from Form 1040, line 10 or line 21.......................................................................................................

8

Investment interest expense (difference between regular tax and AMT)...................................................

.

_8___

9

Depletion (difference between regular tax and AMT)............................................................................................

_9___

(Form 1040)..................................................................................

.

10

Net operating loss deduction from Form 1040, line 21. Enter as a positive amount....................... .....

11

Interest from specified private activity bonds exempt from the regular tax....................................................

12

Qualified small business stock (794 of gain excluded under section 1202)...................................,

13
14
15

Exercise of incentive stock options (excess of AMT income over regular tax income)
......
Estates and trusts (amount from Schedule K-1 (Form 1041), box 12, code A) ................................... . .
Electing large partnerships (amount from Schedule K-1 (Form 1065-B), box 6).........................................

16

Disposition of property (difference between AMT and regular tax gain or loss)

17

Depreciation on assets placed in service after 1986 (difference between regular tax and AMT)

18

Passive activities (difference between AMT and regular tax income or loss)..............................................

19

Loss limitations (difference between AMT and regular tax income or Iosb)....................................................

20

Circulation costa (difference between tegular tax and AMT)...........................................................................

21
22

Long-term contracts (difference between AMT and regular tax income) . .......................................... .
Mining costs (difference between regular tax and AMT) ................

23

Research and: experimental costs (difference between regular tax and AMT)'

.

.

..........................................
.

.

.

.........

24

Income from certain installment sales before January 1, 1987 ..................................
Intangible drilling costs preference........................................................................................................................

25

Other adjustments, including income-based related adjustments.....................................................................

27
28

Alternative tax net operating loss deduction..................................................................
Alternative minimum taxable income. Combine lines 1 through 27. 0f married filing separately and line
28 is more than $191,000, see page 7 of the instructions.)................................................................................

29

(
(

2

I

JO_
J1__
12

.
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Part II

6
7

,...............................................................

13

J4
15
16
17

J8_
J9
20

J1__
22__
23 __
24
25
26
27

(

)

(

1
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Alternative Minimum Tax

Exemption. (If this form is for a child under age 14, see page 7 of the instructions.)

THEN enter on
line 29__

AND line 28 io

IF your filing status is...

not over...

Single or head of household........................... $112,500........................................ $40,250
Married fifing jointly or qualifying wiciowfer) .

.

Married fifing separately ........

29

150,000........................................ 58,000
75,000.

....... 29,000

If line 28 is over the amount shown above for your filing status, see page 7 of the instructions.

30
31

32
33
34

35

Subtract line 29 from line 28. if zero or less, enter -0- here and on lines 33 and 35 and stop here
• If you reported capital gain distributions directiy on Form 1040, line 13; you reported qualified dividends
on Form 1040, line 9b; or you had a gain on both I ines 15 and 16 of Schedule D (Form 1040) (as refigured
for the AMT, if necessary), complete Part 111 on the back and enter the amount from line 55 here,
• Aiiothers: if line30 is$175,000 orlesstiiOT.SOO orlessif married filing separately), multiplyline3Qby2695 (26).
Otherwise, multiply iineSO by 2895 (28)and subtract $3,500 ($1,750 if mairied filing separately) from the result.

.

.

30

31

Alternative minimum tax foreign tax credit (see page 7 of the instructional....................................................

32

Tentative minimum tax. Subtract line 32 from line 31............................. ..... .........................................................

33

Tax from Form 1040, line 44 (minus any tax from Form 4972 and any foreign tax credit from Form 1040,
line 47). If you used Schedule J to figure your tax, the amount for line 44 of Form 1040 must be refigured
without using Scheduled (see page 9 of Hie instructions).................................. .....

34

Alternative minimum tax. Subtract line 34 from line 33. If zero or less, enter -0-. Enter here and on Form
1040, line 45..................................................................... ....................................... ...................................................

35

For Paperwork Reduction Act Notice, see page 9 of the Instructions.
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Cat. No. 13600S

Form

6251

(200S) (Rov,1-2006)

Form 6251 £005) (Rev. 1-2006;

Part III

Page

2

Tax Computation Using Maximum Capital Gains Rates

36

Enter the amount from Form 6251, line 30.........................................................

37

Enter the amount fram line 6 of the Qualified Dividends and Capital Gain Tax
Worksheet in the instructions for Form 1040, line 44, or the amount from line
13 of the Schedule D Tax Worksheet on page D-9 of tire instructions for
Schedule D (Form 1040), whichever applies (as refigured for the AMT, if
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necessary) (see page 9 of the instructions).........................................................

37

38

Enter the amount from Schedule D (Form 1040), line 19 (as refigured for the
AMT, if necessary) (see page 9 of the instructions)........................................

38

39

If you did not complete a Schedule D Tax Worksheet for the regular tax or
the AMT, enter the amount from line 37. Otherwise, add lines 37 and 38, and
enter the smaller of that result or the amount from line 10 of the Schedule
D Tax Worksheet (as refigured for the AMT, if necessary).............................

39

40

Enter the smaller of line 36 or line 39

40

41

Subtract line 40 from line 36....................................................................................................................................

41

42

If line 41 is $175,000 or less ($87,500 or less if married filing separately), multiply line 41 by 26% (.26).
Otherwise, multiply line 41 by 28% (.28) and subtract $3,500 ($1,750 if married filing separately) from the
result............................................................................................................................................................................ ►

42

43

Enter
• $59,400 if married filing jointly or qualifying widow(er),

43

• $29,700 if single dr married filing separately, or
• $39,800 if head of household.

Enter the amount from line 7 of the Qualified Dividends and Capita) Gain Tax
Worksheet in the instructions for Form 1040, line 44, or the amount from line
14 of the Schedule D Tax Worksheet on page D-9 of the instructions for
Schedule D (Form 1040), whichever applies (as figured for the regular tax). If
you did not complete either worksheet for the regular tax, enter -0- . . .

44

45

Subtract line 44 from line 43. If zero or less, enter -0-

45

46

Enter the smaller of line 30 or line 37

46

47

Enter the smaller of line 45 or line 46

47

48

Multiply line 47 by 594 (.05) .

49

Subtract line 47 from line 46

50

Multiply line 43 by 15% (.15)...................................................................................................................

44

48

49
50

If line 38 is zero or blank, skip lines 51 and 52 and go to line 53. Otherwise, go to line 51.
51

Subtract line 48 from line 40................................................................................ I 51 I____________

52

Multiply line 51 by 25% (.25)............................................................................................................................... ►

53

Add lines 42, 48, 50, and 52....................................................................................................................................

54

If line 36 is $175,000 or less ($87,500 or less if married filing separately), multiply line 36 by 26% (.26).
Otherwise, multiply line 36 by 28% (.28) and subtract $3,500 ($1,750 if married filing separately) from the
result..................................................................................................................................................................................

55

Enter the smaller of line 53 or line 54 here and on line 31
Form
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1(2)05
Instructions for Form 6251

9

Department of the Treasury
Internal Revenue Service

(Rev. January 2006)
Alternative Minimum Tax—Individuals

General Instructions
Section references are to the Internet
Revenue Code.

What’s New
• The January 2006 revision of the 2005
Form 6251 reflects changes made by the
Gulf Opportunity Zone Act of2005.
• The foreign tax credit of a farmer or
fisherman using Schedule J does not
need to be refigured on line 34.
• The interest on qualified Gulf
Opportunity Zone (GO Zone) bonds is not
a tax preference item. Do not include it on
line 11. See page 3.
• No alternative minimum tax (AMT)
adjustment is required for depreciation of
qualified GO Zone property that is eligible
for the special depreciation allowance.
See the instructions for line 17 on page 4.
• The domestic production activities
deduction is not taken into account in
figuring the ATNOLD. See the instructions
for line 27 on page 7.
» The90% limit on the alternative tax net
operating loss deduction (ATNOLD) does
not apply to the portion of an ATNOLD
attributable to qualified GO Zone losses.
Such portion can be applied to offset up
to 100% of alternative minimum taxable
income (AMTI) (figured without regard to
the ATNOLD and the domestic production
activities deduction). See page 7.
• For 2005, the minimum exemption
amount tor a child under age 14 has
increased to $5,850.
• Beginning in 2005, you generally can
use your entire alternative minimum tax
foreign tax credit to reduce your pre-credit
tentative minimum tax. The 90% limit no
longer applies.
» The exemption amount on Form 8914
that is allowable for the regular tax if you
provided housing tor a person displaced
by Hurricane Kairina is also allowable tor
the AMT.

Purpose of Form
Use Form 6251 to figure the amount, if
any, of your alternative minimum tax
(AMT). The AMT applies to taxpayers
who have certain types of income that
receive favorable treatment, or who
quality for certain deductions, under the
tax law. These tax benefits can
significantly reduce the regular tax of
some taxpayers with higher economic
incomes. The AMT sets a limit on the
amount these benefits can be used to
reduce total tax.

Also use Form 6251 to figure toe tax
liability limit on toe credits listed under
Who Must File below.

Who Must File
Attach Form 6251 to your return if any of
toe following statements is true.
• Form 6251, line 31, is greater than line
34.
• You claim any general business credit,
the qualified electric vehicle credit, toe
nonconventional source fuel credit, or toe
credit for prior year minimum tax.
• The total of Form 6251, lines 8 through
27, is negative and line 31 would be
greater than line 34 if you did not take into
account lines 8 through 27.

Recordkeeping
For the AMT, certain items of income,
deductions, etc., receive different tax
treatment than for toe regular tax.
Therefore, you need to refigure items for
the AMT that you figured for the regular
tax. In some cases, you may wish to do
this by completing the applicable tax form
a second time, if you do complete another
form, do not attach it to your tax return,
but keep it for your records. However, you
must attach an AMT Form 1116, Foreign
Tax Credit to your return; see the
instructions for line 32 beginning on
page 7.
For toe regular tax, some deductions
and credits may result in carrybacks or
carryforwards to other tax years.
Examples are investment interest
expense, a net operating toss, a capital
loss, a passive activity loss, and the
foreign tax credit. Because you may have
to refigure these items for the AMT, the
carryback or carryforward amount may be
different for toe AMT than for the regular
tax. Your at-risk limits and basis amounts
also may differ for toe AMT. Therefore,
you must keep records of these different
amounts.

Partners and Shareholders
If you are a partner in a partnership or a
shareholder in an S corporation, see
Schedule K-1 and its instructions to figure
your adjustments or preferences from toe
partnership or S corporation to include on
Form 6251.

Nonresident Aliens
If you are a nonresident alien and you
disposed of U.S. real property' interests at
a gain, you must make a special
CaL No. 64277P
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computation. Fill in Form 6251 through
line 30. If your net gain from the
disposition ol U.S. real property interests
and the amount on line 28 are both
greater than toe tentative amount you
figured for line 30, repface the amount on
line 30 with the smaller of that net gain or
the amount on line 28. Also, enter “RPI”
on the dotted line next to line 30.
Otherwise, do not change line 30.

Forml040NR. If you are filing Form
1040NR, treat any reference in these
instructions or on Form 6251 to a fine on
Form 1040 as a reference to the
corresponding line on Form 1040NR.

Credit for Prior Year
Minimum Tax
See Form 8801, Credit for Prior Year
Minimum Tax—Individuals, Estates, and
Trusts, if you paid AMT tor 2004 or you
had a minimum tax credit carryforward on
your 2004 Form 8801. If you pay AMT tor
2005, you may be able to take a credit on
Form 8801 for 2006.

Optional Write-Off for
Certain Expenditures
There is no AMT adjustment tor toe
following items if you erect for the regular
tax to deduct them ratably over toe period
of time shown.
• Circulation expenditures—3 years
(section 173).
• Research and experimental
expenditures—10 years (section 174(a)).
• Mining exploration and development
costs—10 years (sections 616(a) and
617(a)):
• Intangible drilling costs—60 months
(section 263(c)).

For information on making the election,
see section 59(e) and Regulations section
1.59-1. Also see Pub. 535.

Specific Instructions
If you owe AMT. you may be able
Sower your total tax (regular tax
plus AMT) by claiming itemized
deductions on Form 1040, even if your
total itemized deductions are less (ban
the standard deduction. This is because
the standard deduction is not allowed for
the AMT and, if you claim the standard
deduction on Form 1040, you cannot
claim itemized deductions for the AMT,

0

tb

Home Mortgage Interest Adjustment Worksheet—Line 4
(Keep for Your Records)
1. Enter the total of the home mortgage interest you deducted on tines 10
through 12 of Schedule A (Form 1040} ............. ............. <....................... 1. ___________
2. Enter the part, if any, of the interest inducted on fine 1
above that was paid on an eligible mortgage (defined
on this page)........................ ....................... .. ............. 2. ___________
3. Enter the part, if any, of the interest included on fine 1
above that was paid on a mortgage whose proceeds
were used in a refinancing (including a second or later
refinancing) of an eligible mortgage. Do not indude any
interest paid on the part of the balance of the new
mortgage that exceeded the balance of the original
eligible mortgage immediately before it was refinanced
(or, if smaller, the balance of any prior refinanced
mortgage immediately before that mortgage was
refinanced) ............................................................ ■. 3.____________
4. Enter the part, if any, of the interest included on line 1
above that was paid on a mortgage:.
• Taken cart before July 1,1992, and
• Secured, at the time the mortgage was taken out, by
your main home or a qualified dwelling used by you or
■ your family (see definitions on this page).
Do not include any amount entered on line 2 or line 3
above............................ ...................................
4.
'______
5. Add lines 2 through 4.......................... .. ................................................... 5. ___________
6. Subbed line 5 from line 1 and enter the result on Form 6251Jine 4 ..i. 6.

Parti—Alternative
Minimum Taxable Income
(AMTI)
To avoir! duplication, any
adjustment or preference for tine
5,18, or 19 orfora tax shelter
farm activity on tine 26 must not be taken
into account in figuring the amount to
enter for any otfter adjustment or
preference.

Line 1
if Form 1040. line 43, includes a write-in
amount (such as a capital construction
fund dedudion for commercial
fishermen), adjust line 1 by the write-in
amount.

Line 3—Taxes
Enter the amount of all taxes from
Schedule A (Form 1040), line 9, except
generation-skipping transfer taxes on
income distributions. Be sure to include
any state and local general sales taxes
included on Schedule A, line 9.

Line 4—Home Mortgage
Interest Adjustment
Complete the worksheet on this page to
figure your home mortgage interest
adjustment The definitions of certain
terms used in the worksheet are as
follows.

Eligible mortgage. An eligible mortgage
is a mortgage whose proceeds were used
to buy, build, or substantially improve
your main home or a second home that is
a qualified dwelling. A mortgage whose
proceeds were used to refinance another
mortgage is not an eligible mortgage.

Qualified dwelling. A qualified dwelling
is any. house, apartment, condominium, or
mobile home not used on a transient
basis.

Family. Family includes only your
brothers and sisters (whether by whole or
half blood), your spouse, your ancestors,
and your lineal descendants.
Example. In 2005 Dave and Jennifer
paid 510,000 in interest on a mortgage
they took out to buy their home (an
eligible mortgage). In May 2005 they
refinanced that mortgage and paid 59,000
In interest through the rest of the year.
The balance of the new mortgage is the
same as the balance of the old mortgage.
In July 2005 they obtained a home equity
loan on their home and used the
proceeds to buy a new car. They paid
55,000 in interest on the home equity loan
in 2005. They enter the toltowingamounts
on the Home Mortgage Interest
Adjustment Worksheet $24,000 on line 1
(510,000 plus.59,000 plus 55,000),
510.000 on line 2,59,000 on line 3,5-0on line 4, $19,000 on line 5 (510,000 plus
59,000), and $5,000 on line 6 (524,000
minus 519,000).

Line 7—Refund of Taxes
Include any refund from Form 1040, line
10. that is attributable to state or local
income taxes. Also include any refunds
received In 2005 and Included in income
on Form 1040, line 21, that are
attributable to state or local personal
property taxes or general sales taxes,
foreign income taxes, or state, local, or
foreign real property taxes. If you include
an amount from line 21, you must enter a
description and the amount next to the

-2-
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eritry space tor line 7. For example, if you
include a refund of real property taxes,
enter “real property“ and the amount next
to the entry space.

Line S—investment Interest
If you filled out Form 4952, Investment
Interest Expense Deduction, tor your
regular tax, you will need to fill out a
second Form 4952 for the AMT as
follows.
step 1. Follow the Form 4952
instructions for line 1, but also include the
following amounts when completing
line 1.
• Any interest expense on Form 6251,
line 4, that was paid or accrued on
indebtedness attributable to property held
for investment within the meaning of
section 163(dX5) (for example, interest on
a home equity loan whose proceeds were
invested in stocks or bonds).
• Any interest that would have been
deductible if interest earned on private
activity bonds issued after August 7,
1986, had been includible in gross
income.
Step 2. Enter your AMT disallowed ■
investment interest expense from 2D04 on
line 2. Complete line 3.
Step 3. When completing Part II.
refigure the following amounts, taking into
account all adjustments and preferences.
• Gross income from property held for
Investment.
• Net gain from the disposition of
property held for investment.
• Net capital gain from the disposition of
property held for investment.
• Investment expenses.

Include any Interest income and
Investment expenses from private activity
bonds issued after August 7,1986.

On line 4g, enter the smaller of:
1. The amount from line 4g of your
regular tax Form 4952, or
2. The total of lines 4b and 4e of this
AMT Form 4952.
Step 4. Complete Part 111.

Enter on Form 6251, line 8, the
difference between line 8 of your AMT .
Form 4952 and line 8 of your regular tax
Form 4952. If your AMT expense is
greater, enter (he difference as a negative
amount
Investment interest expense that is not
an itemized deduction. If you did not
itemize deductions and you had
investment Interest expense, do not enter
an amount on Form 6251, line 8, unless
you reported investment interest expense
on Schedule E. If you did, follow the steps
above for completing Form 4952. Allocate
the investment interest expense allowed
on line s of the AMT Form 4952 in the
same way you did for the regular tax.
Enter on Form 6251, line s, the difference
between the amount allowed on Schedule
E tor the regular tax arid the amount
allowed on schedule E tor the AMT.

apply tor the AMT. Instead, you generally
First figure any ordinary income
Line 9—Depletion
must include on line 13 the excess, if any,
adjustment related to (3) above. Then,
You must refigure your depletion
of:
refigure Form 4684, Form 4797, and
deduction for the AMT. To do so, use only
Schedule D for the AMT, if applicable, by
1. The fair market value of the stock
income and deductions allowed for the
taking into account any adjustments you
acquired through exercise of toe option
AMT when refiguring the limit based on
made this year or in previous years that
(determined without regard to any lapse
taxable income from the property under
affect your basis or otherwise result in a
restriction) when your rights in the
section 613(a) and the limit based on
different amount for the AMT.
acquired stock first became transferable
taxable income, with certain adjustments,
or when these rights are no longer subject
If you have a capital toss after
under section 613A(d){1). Also, your
refiguring Schedule D for the AMT, apply
depletion deduction for mines, wells, and • to. a substantial risk of forfeiture, over
2. The amount you paid for the stock,
toe $3,000 capital loss limitation
other natural deposits under section 611
including any amount you paid for toe ISO separately to toe AMT loss. Because the
is limited to the property's adjusted basis
used to acquire the stock.
amount of your gains and losses may be
at the end of the year, as refigured for the
different for toe AMT, toe amount of any
AMT, unless you are an independent
capital loss carryover also may be
Note. Even if your rights in the stock are
producer or royalty owner claiming
not transferable and are subject to a
different for the AMT. See the example on
percentage depletion for oil and gas weiis
substantial risk of forfeiture, you may
this page. To figure your AMT capital loss
under section 613A(c). Figure this limit
carryover, fill out an AMT Capital Loss
elect to include in AMT income the.
separately for each property. When
Carryover Worksheet in the Schedule D
excess of the stock’s fair market value
refiguring the property's adjusted basis,
instructions.
(determined without regard to any lapse
take into account any AMT adjustments
restriction) over toe exercise price upon
you made this year or in previous years
For each of toe four items listed above,
toe transfer to you of the stock acquired •
that affect basis (other than cunrent'year
figure the difference between the amount
.through exercise of toe option. You must
depletion).
included in taxable income for the regular
make toe election by the 30to day after
tax and toe amount included in income for
Enter the difference between the .
the
date
of
the
transfer.
See
Pub.
525,
•
the AMT. Treat the dffference as a
regular tax and AMT deduction. It toe '
Taxable and Nontaxable Income, for
negative amount if (a) both toe AMT and
AMT deduction is greater, enter the
more details.
regular tax amounts are zero or more and
difference as a negative amount.
toe AMT amount is less than toe regular
If you acquired stock by exercising an
Line 11—Interest From Private
tax amount or (b) the AMT amount is a
ISO and you disposed of that stockiin the
Activity Bonds
. loss, and the regular tax amount is a
same year, the tax treatment under the
smaller loss or zero or more.
regulartax
and
toe
AMT
is
the
same,
and
Enter on line 11 interest you earned on
no adjustment is required?
"specified private activity bonds" reduced
Enter on line 16 the combined
(but not below zero) by any deduction that
adjustments for toe four items above.
Increase your AMT basis in any stock
would have been allowable if toe interest
Example. On March 13,2004, Victor
acquired through the exercise of an ISO
were includible in gross income for toe
Ash, whose filing status is single, paid
by toe amount of the adjustment. Keep
regular tax. Generally, the term “specified
$20,000 to exercise an incentive stock
adequate records for both the AMT and
private activity bond’ means any private
option (which was granted to him on ■
regular tax so that you may figure your
activity bond (as defined in section 141)
January 2,2003) to buy 200 shares of
adjustment. See the instructions tor
issued alter August 7,1986. See section
stock worth $200,000. The $180,000
line 16.
57(a)(5) for exceptions and more details.
difference between his cost and the value
Do not indude interest oh quafified
of the stock at toe time he exercised the
Line 15—Large Partnerships
Gulf Opportunity Zone bonds described in
option is not taxable for toe regular tax.
If you were a partner in an electing large
His regular tax basis in toe stock at the
section 1400N(a).
partnership, enter the amount from
end
of 2004 is $20,000. For toe AMT,
Schedule K-1 (Form 1065-B), box 6. Take
Exempt-interest dividends paid by a
however. Ash must include toe $180,000
into account any amount from box 5 on
regulated investment company are
as an adjustment on his 2004 Form 6251.
Form 6251, line 18.
treated as interest income on specified
His AMT basis in the stock at toe end of
private activity bonds to the extent toe
2004 is $200,000.
Line 18—Disposition of
dividends are attributable to interest on
On January 20,2005. Ash sold 100 of
the bonds received by toe company,
Property
the shares for $75,000. Because Ash did
minus an allocabie share of the expenses
Your AMT gain or toss from the
not
hold these shares more than 1 year,
paid or incurred by the company in
disposition of property may be different
that sale is a disqualifying disposition. For
earning toe interest
from your gain or loss for toe regular tax
the regulartax. Ash has ordinary income
This is because toe property may have a
If you are filing Form 8814, Parents'
of $65,000 (proceeds minus his $10,000
different adjusted basis for toe AMT. Use
Election To Report Child's interest and
basis in the 100 shares). Ash has no
this line to report any AMT adjustment
Dividends, any tax-exempt interest
capital gain or loss tor the regular tax
resulting from refiguring:
income from line -lb of that form that is a
resulting tram the sale. For the AMT, Ash
preference item must be included on this
1. Gain.or loss from toe sale,
has no ordinary income, but has a
line.
exchange, or involuntary conversion of
short-term capita! loss of $25,000
property reported on Form 4797, Safes of
(proceeds minus his $100,000 AMT basis
Line 12—Qualified Small
Business Property;
in the 100 shares).
Business Stock
2. Casualty gain or toss to business or
On April 21,2005, Ash sold the other
If you claimed the exclusion under section
income-producing: property reported on
' 100 shares for $60,000. Because he held
Form 4684, Casualties and thefts;
1202 for gain on qualified small business
the shares for more than 1 year, toe sale
stock held more than 5 years, multiply toe
3. Ordinary income from toe
is not a disqualifying disposition. For the
excluded gain (as shown on Schedule D
disposition of property not already taken
regulartax. Ash has;a long-term capital
(Form 1040)) by 7% (.07). Enter the result
into account in (1) or (2) above or on any
gain of $50,000 (proceeds minus his
on tine 12 as a positive amount.
other line on Form 6251, such as a
regular tax basis Of $10,000). Forthe .
disqualifying disposition of stock acquired
Line 13—Exercise of Incentive
AMT, Ash has a long-term capital loss of
in a prior year by exercising an incentive
$40,000
(proceeds minus his AMT basis
Stock Options
stock option; and
of $100,000).
For toe regular tax. no income is
4. Capital gain or toss (including any
recognized when an incentive stock
carryover that is different for toe AMT)
Ash has no other sates of stock or
option (ISO), as defined in section 422(b),
reported on Schedule D (Form 1040),,
other capital assets for 2005. Ash enters is exercised. However, this rule does not
Capital Gains and Losses.
a total negative adjustment of $118,000
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on line 16 of his 2006 Form 6251, figured
as follows:
» Ash figures a negative adjustment of
$65,000 for the difference between the
$65,000 or regular tax ordinary income
and foe $0 of AMT ordinary income for
the first sale.
• For the regular tax, Ash has $50,000
capital gain net income reported on
Schedule D for the second sale. For the
AMT, Ash has a $25,000 short-term
capital toss from the first sale, and a
$40,000 long-term capital loss from the
second sale, resulting in a net capital loss
of $65,000 for the AMT. Hov.'ever, only
$3,000 of the $65,000 net capital loss is
allowed for 2005 for the AMT. The
difference between the regular tax
Schedule D gain of $50,000 and the
$3,000 loss allowed for the AMT results in
a $53,000 negative adjustment to include
on line 16.
Ash has an AMT capital loss carryover
from 2005 to 2006 of $62,000, of which
$22,000 is short-term and $40,000 is
long-term. If he has no other Schedule D
transactions for 2006, his adjustment
reported on line 16 of his 2006 Form 6251
would be limited to ($3,000), the amount
of his capital loss limitation for 2006.

Line 17—Post-1986
Depreciation
This section describes when depreciation
must be refigured for the AMT and how to
figure the amount to enter on line 17.

Do not use line 17 for depreciation
related to the following.
• Employee business expenses claimed
on line 20 of Schedule A (Form 1040).
Take this adjustment into account on
lines.
• Passive activities. Take this adjustment
into account on line 18.
• An activity for which you are not at risk
or income or loss from a partnership or an
S corporation if the basis limitations
apply. Take this adjustment into account
on line 19.
• A tax shelter term activity. Take this
adjustment into account on line 26.

What Depreciation Must Be
Refigured for the AMT?
Generally, you must refigure depreciation
for the AMT, including depreciation
allocable to inventory costs, for:
« Property placed in service after 1998
that is depreciated for the regular tax
using the 200% declining balance method
(generally 3-, 5-, 7-, and 10-year property
under the modified accelerated cost
recovery system (MACKS), except for
qualified property eligible for the special
depreciation allowance (see below));
• Section 1250 property placed in service
after 1998 that is not depreciated for the
regular tax using the straight line method;
and
» Tangible property placed in service
after 1986 and before 1999. (If the
transitional election was made under
section 203(a)(1 )(B) of the Tax Reform
Act of 1986, this rule applies to property
placed in service alter-July 31,1986.)

What Depreciation Is Not Refigured
for the AMT?
Do not refigure depreciation for the AMT
(or the following.
• Residential rental property placed in
service after 1998.
• Nonresidential real property with a.
class life of 27.5 years or more placed in
service after 1998 that is depreciated for
the regular tax using the straight line
method.
• Other section 1250 property placed in
service after 1998 that is depreciated for
the regular tax using the straight line
method.
• Property (other than section 1250
property) placed in service after 1998 that
is depreciated for the regular tax using
the 150% declining balance method or
the straight line method.
• Property for which you elected to use
the alternative depreciation system (ADS)
of section 168(g) for the regular tax.
• Property that Is qualified property
eligible for the special depreciation
allowance under sections 168(k),
1400L(b) (in the case of qualified New
York Liberty Zone property), or i400N(d)
(in the case of qualified Gulf Opportunity
Zone property) if the depreciable basis of
the property for the AMT is the same as
for the regular tax. The special allowance
is deductible for the AMT, and there also
is no adjustment required for any
depreciation figured on the remaining
basis of the qualified property if the
depreciable basis of the property for the
AMT is the same as for foe regular tax.
Property for which an election is in effect
to not have foe special allowance apply is
not qualified property. See sections
168(k) for foe definition of qualified
property, 1400L(b)(2) for foe definition of
qualified New York Liberty Zone properly,
and 1400N(d)(2)forfoe definition of
qualified Gulf Opportunity Zone property.
• Any part of foe cost of any property for
which you made the election under
section 179 to treat foe cost of the
property as a deductible expense. The
reduction to the depreciable basis of
section 179 property by the amount of the
section 179 expense deduction is foe
same for foe regular tax and the AMT.
• Motion picture films, videotapes, or
sound recordings.
• Property depreciated under the
unit-of-production method or any other
method not expressed in a term of years.
• Qualified Indian reservation property.
• Qualified revitalization expenditures for
a building for which you elected to claim
the commercial revitalization deduction
under section 1400!.
o A natural gas gathering line placed in
service after April 11,2005.

How Is Depreciation Refigured for
the AMT?
Property placed in service before 1S9S.
Refigure depreciation for the AMT using
ADS, with the same convention used for
the regular tax. See the following table for
foe method and recovery period to use.
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Property Placed in Service Before 1999
IF the property is...

THEN use the...

section 1250
property.

straight line method
over 40 years.

tangible property
(other than section
1250 property)
depreciated using
straight line method
forth© regular tax.

straight line method
over the property's
AMT class fife.

any other tangible
property.

150% declining
balance method,
switching to straight
line method the first
tax year it gives a
larger deduction, over
the property’s AMT
class life.

Property placed in service after 1998.
Use the same convention and recovery
period used for foe regular tax. For
property other than section 1250 property,
use foe 150% declining balance method,
switching to straight line foe first tax year
it gives a larger deduction. For section
1250 property, use the straight line
method.

How is the AMT Class Life
Determined?
The class life used for foe AMT is not
necessarily the same as the recovery
period used for the regular tax. The class
lives for the AMT are fisted in Rev. Proc.
87-56,1987-2 C.B, 674, and in Pub. 946,
HowTo Depreciate Property. Use 12
years for any tangible personal property
not assigned a class life.
See Pub. 946 tor tables that may
be used to figure AMT
depreciation. Rev. Proc. 89-15,
1989-1 C.B. 816, has special rules tor
short years and for property disposed of
before the end of the recovery .period.

S

How fs the Adjustment Figured?
Subtract the AMT deduction for
depreciation from foe regular tax
deduction and enter foe result If foe AMT
deduction is more than the regular tax
deduction, enter the difference as a
negative amount.
In addition to the AMT adjustment to
your deduction for depreciation, you must
also adjust foe amount of depreciation
that was capitalized, if any, to account for
the difference between the rules for foe
reg ular tax and the AMT. Include on this
line foe current year adjustment to taxable
income, if any, resulting from foe
difference.

Line 18—Passive Activities
Your passive activity gains and tosses
must be refigured for the AMT by taking
into account all adjustments and
preferences and any AMT prior year
unallowed tosses that apply to that
activity. You may fill out a second Form
8582, Passive Activity Loss Limitations,
and foe other forms or schedules on
which your passive activities are reported,
to determine your passive activity loss

allowed for the AMT, but do not file the
second set of forms and schedules with
your tax return.
Example. You are a partner in a
partnership and the Schedule K-1 (Form
1065) you received shows the following.
• A passive activity loss of $4,125,
• A depreciation adjustment of $500 on
post-1986 property, and
® An adjustment of $225 on the
disposition of property.
Because the two adjustments above
are not allowed for the AMT, you must
first reduce the passive activity toss by
those amounts. The result is a passive
activity loss for the AMT ot $3,400. You
then enter this amount on the AMT Form
8582 and refigure the allowable passive
activity loss for the AMT.

IT ' The amount of any AMT passive
[TIPI activity loss that is not deductible
and is carried forward is likely to
differ from the regular tax amount, if any.
Therefore, keep adequate records for
both the AMT and regular tax.

Enter the difference between the
amount that would be reported for the
activity on Schedule C, C-EZ, E, or F or
Form 4835, Farm Rental Income and
Expenses, for the AMT and the regular
tax amount, if (a) the AMT loss is more
than the regular tax loss, (b) the AMT
gain is less than the regular tax gain, or
(c) you have an AMT loss and a regular
tax gain, enter the adjustment as a
negative amount

Enter any adjustment for amounts
reported on Schedule D, Form 4684, or
Form 4797 for the activity on line 16
instead of line 18. See the Instructions for
line 16.

Publicly Traded Partnership (PTP)
if you had a toss from a PTP, refigure the
loss using any AMT adjustments and
preferences and any AMT prior year
unallowed loss.

Tax Shelter Passive Farm
Activities
Refigure any gain or loss from a tax
shelter passive farm activity taking into
account all AMT adjustments and
preferences and any AMT prior year
unallowed losses. If the amount is a gain,
include it on Ihe AMT Form 8582. If the
amount is a loss, do not indude it on the
AMT Form 8582. Garry the loss forward
to 2006 to see if you have a gain or loss
from tax shelter passive farm activities for
2006.

Refigure your gains and losses from
activities for which you are not at risk and
basis limitations applicable to
partnerships and S corporations by taking
Into account all AMT adjustments and
preferences that apply. See sections
59(h), 465,704(d). and 1366(d).

Enter the difference between the
amount that would be reported for the
activity on Schedule C, G-EZ, E, or F or
Form 4835 for the AMT and the regular
fax amount. If (a) the AMT toss is more
than the regular tax loss, (b) the AMT
gain Is less than the regular fax gain, or
(c) you have an AMT loss and a regular
tax gain, enter the adjustment as a
negative amount
The AMT amount of any gain or toss
from activities for which you are not at risk
is likely to differ from the regular tax
amount. Your AMT basis in partnerships
and S corporations is also likely to differ
from your regular tax basis. Therefore,
keep adequate records for both the AMT
and regular tax

Enter any adjustment for amounts
reported on Schedule D, Form 4684, or
Form 4797 for the activity on line 16
instead.

Line 20—Circulation Costs
Note. Do not make this adjustment tor
costs tor which you elected the optional
3-year write-off tor the regular tax.
Circulation costs (expenditures to
establish, maintain, or increase the
circulation of a newspaper, magazine, or
other periodical) deducted in full for the
regular tax in the year they were paid or
incurred must be capitalized and
amortized over 3 years for the AMT. Enter
the difference between the regular tax
and AMT deduction. If the AMT deduction
is greater, enter the difference as a
negative amount.
if you had a loss on property for which
circulation costs have not been fully
amortized for the AMT, your AMT
deduction is the smaller of (a) the amount
of the loss allowable for the costs had
they remained capitalized or(b) the
remaining costs to be amortized for the
AMT.

Line 21—Long-Term Contracts

Line 19—Loss Limitations

For the AMT, you generally must use the
percentage-of-completion method
described in section 460(b) to determine
your income from any long-term contract
(defined in section 460(f)). However, this
rule does not apply to any home
construction contract (as defined in
section 460(e)(6)). For contracts excepted
from the percentage-of-completion
method for the regular tax by section ■
460(e)(1), you must use the simplified
procedures for allocating costs outlined in
section 460(b)(3) to determine the
percentage of completion.

For passive activities, see the line 18
instructions instead. For tax shelter farm
activities (that are not passive), see the
line 26 instructions on page 6.

Enter the difference between the AMT
and regular tax income. If the AMT
income is smaller, enter the difference as
a negative amount.

Insolvency
If at the end of the tax year your liabilities
exceed the fair market value of your
assets, increase your passive activity toss
allowed by that excess (but not by more
than your total loss). See section 58(cX1).
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Note. If you are required to use the
percentage-of-completion method for
either the regular tax or the AMT, you
may owe or be entitled to a refund of
interest for the tax year the contract is
completed or adjusted. For details, see
Form 8697, Interest Computation Under
the Look-Back Method for Completed
Long-Term Contracts.

Line 22—Mining Costs
Note. Do not make this adjustment for
costs for which you elected the optional
10-year write-off for the regular tax.
Mining exploration and development
costs deducted in full for the regular lax in
the tax year they were paid or incurred
must be capitalized and amortized over
10 years for the AMT. Enter the deference
between the regular tax and AMT
deduction. If the AMT deduction is
greater, enter the difference as a negative
amount
If you had a loss on property for which
mining costs have not been fully
amortized for the AMT, your AMT
deduction is the smaller of (a) the toss
allowable for the costs had they remained
capitalized or (b) the remaining costs to
Ik amortized for the AMT.

Line 23—Research and
Experimental Costs
Note. Do not make this adjustment for
costs paid or incurred in connection with
an activity in which you materially
participated under the passive activity
rules or for costs for which you elected
the optional 10-year write-off for the
regular tax.
Research and experimental costs
deducted in full for the regular tax in the
tax year they were paid or incurred must
be capitalized and amortized over 10
years for the AMT. Enter the difference
between the regular tax and AMT
deduction. If the AMT deduction is
greater, enter the difference as a negative
amount.
If you had a loss on property for which
research and experimental costs have not
been folly amortized for the AMT, your
AMT deduction is the smaller of (a) the
loss allowable for the costs had they
remained capitalized or (b) the remaining
costs to be amortized for the AMT.

Line 24—Installment Sales
The installment method does not apply for
the AMT to any nondealer disposition of
property after August 16,1986, but before
January 1,1987, if an installment
obligation to which the proportionate
disallowance rule applied arose from the
disposition. Enter on line 24 the amount
of installment sale income reported for the
regular tax.

Line 25—Intangible Drilling
Costs (lDCs)
Note. Do not make this adjustment for
costs for which you elected the optional
60-month write-off tor the regular tax.
IDCs from oil, gas, and geothermal
wells are a preference to the extent that

the excess IDCs exceed 65% of the net
income from the wells. Figure the
preference for all oil and gas properties
separately from the preference for all
geothermal properties.
Excess IDCs. Figure excess IDCs as
follows.
Step f. Determine the amount of your
IDCs allowed for the regular tax under
section 263(c), but do not include any
section 263(c) deduction for
nonproductive wells.
Step 2. Subtract the amount that
would have been allowed had you
amortized these IDCs over a 120-month
period starting with the month the well
was placed in production. If you prefer not
to use the 120-month period, you can
elect to use any method that is
permissible in determining cost depletion.
Net income. Determine net Income by
reducing the gross income that you
received or accrued during the fax year
from all oil. gas, and geothermal wells by
the deductions allocable to those wells
(reduced by the excess IDCs). When
refiguring net income, use only income
and deductions allowed for the AMT.
Exception. The preference for IDCs from
oil and gas wells does not apply to
taxpayers who are independent
producers (that is, not integrated oil
companies as defined in section
291(b)(4)). However, this benefit maybe
limited. First, figure toe IDC preference as
if this exception did not apply. Then, for
purposes of this exception, complete
Form 6251 through line 26, including the
IDC preference, and combine lines 1
through 26. If the amount of the IDC
preference exceeds 40% of the total of
lines 1 through 26, enter the excess on
line 25 (your benefit from this exception is
limited). Otherwise, do not enter an
amount on fine 25 (your benefit from this
exception is not limited).

Line 26—Other Adjustments
Enter on line 26 the total of any other
adjustments that apply to you, including
the following.

Depreciation Figured Using
Pre-1987 Rules
This preference generally only applies to
property placed in service after 1987, but
depreciated using pre-1987 rales due to
transitional provisions of the Tax Reform
Act of 1986.
For the AMT, you must use the straight
line method to figure depreciation on real
property for which accelerated
depreciation was determined using
pre-1987 rales. Use a recovery period of
19 years for 19-year real property and 15
years for low-income housing. For leased
personal property other than recovery
property, enter the amount by which your
regular tax depreciation using the
pre-1987 rates exceeds the depreciation
allowable using toe straight line method.
For leased 10-year recovery property and
leased 15-year public utility property,
enter toe amount by which your regular
tax depreciation exceeds the depreciation

allowable using the straight line method
with a half-year convention, no salvage
value, and a recovery period of 15 years
(22 years for 15-year public utility
property).
Figure the excess of the regular tax
depreciation over toe AMT depreciation
separately for each property and include
on line 26 only positive amounts.

Patron’s Adjustment
Distributions you received from a
cooperative may be includible in income.
Unless toe distributions are nonfaxabie,
include on line 26 toe total AMT
patronage dividend adjustment reported
to you by the cooperative, such as on
Form 1099-PATR.

Pollution Control Facilities
The section 169 election to amortize toe
basis ot a certified pollution control facility
over a 60-monto or 84-monto period is
not available for toe AMT; For facilities
placed in service before 1999, figure toe
AMT deduction using ADS. Forfacilifies
placed in service after 1998, figure toe
AMT deduction under MACRS using the
straight line method. Enter toe difference
between toe regular tax and AMT
deduction. If the AMT amount is greater,.
enter the difference as a negative •
amount.

Tax Shelter Farm Activities
Figure this adjustment only if you have a
gain or toss from a tax shelter farm
activity (as defined in section 58(a)(2)):
that is not a passive activity. If toe activity
is passive, you must include it with your
other passive activities on line 18.

Refigure all gains and tosses you
reported for toe regular tax from tax
shelter farm activities by taking into
account any AMT adjustments and
preferences. Determine your tax shelter
farm activity gain or loss for the AMT
using the same rules you used for toe
regular tax with the following
modifications. No refigured loss is
allowed, except to toe extent you are
insolvent (see section 58(c)(1)). A
refigured loss may not be used in the
current tax year to offset gains from other
tax shelter farm activities. Instead, any
refigured loss must be suspended and
carried forward indefinitely until (a) you
have a gain in a subsequent tax year from
that same activity or Or) you dispose of
toe activity.

Charitabte Contributions of Certain
Property
if you made a charitable contribution of
property to which section 170(e) applies
and you had a different basis for AMT
purposes, you may have to make an
adjustment. See section 170(e) for '
details.

Alcohol and Biodiesel Fuels
Credits
If your taxable income includes an
amount from the alcohol fuel credit or the
bfodiesel fuels credit under section 87,
include that amount as a negative amount
on line 26.

Related Adjustments
If you have an entiy on line 8 because
you deducted investment interest
allocable to an interest in a trade or
business, or on line 9,12,13, or 15
through 25, or you have any amount
included on line 26 from pre-1987
depreciation, patron's adjustment,
pollution control facilities, or tax shelter
farm activities, you may have to refigure
any item of income or deduction based on
a limit of income other than AGI or
modified AGI.
Affected items Include the following.
• Section 179 expense deduction (Form
4562; line 12).
• Expenses for business or rental use of
your home.
• Conservation expenses (Schedule F,
line 14).
• Taxable IRA distributions (Form 1040,
line 15b), if prior year IRA deductions
were different for toe AMT and toe regular
tax.
• Self-employed health insurance
deduction (Form 1040, line 29).
• Self-employed SEP, SIMPLE, and
qualified plans deduction (Form 1040,
line 28).
» IRA deduction (Form 1040, line 32),
affected by toe earned income limitation
of section 219(b)(1)(B).
Figure the difference between the AMT
and regular tax amount for each item.
Combine toe amounts for all your related
adjustments and Include the total on line
26. Keep a copy of all computations for
your records, including any AMT
carryover and basis amounts.

■V Do not include on line 26 any
»11 adjustment for an item you

Enter toe difference between toe
amount that would be reported for the
activity on Schedule E or F or Form 4835
for the AMT and the regular tax amount. If
fa) toe AMT loss is more than the regular
tax toss, (b) the AMT gain is less than toe
regular tax gain, or (c) you have an AMT
toss and a regular tax gain, enter the
adjustment as a negative amount.

frnnrfl refigured on another line of this
form (for example, line9).
Example. On your Schedule C (Form
1040) you have a net profit of $9,000
before figuring your section 179 deduction
(and you do not report any other business
income on your return). During the year,
you purchased an asset for $10,000 for
which you elect to take the section 179
deduction. You also have an AMT
depreciation adjustment of $700 for other
assets depreciated on your Schedule C.

Enter any adjustment for amounts
reported on Schedule D, Form 4684, or
Form 4797 for the activity on line 16
instead.

Your section 179 deduction for toe
regular tax is limited to your net profit
(before any section 179 deduction) of
$9,000. The $1,000 excess is a section
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179 deduction carryforward for the regular
tax
Forthe AMT, your net profit is $9,700,
and you are allowed a section 179
deduction of $9,700 for the AMT. You
have a section 179 deduction
carryforward of $300 for the AMT.
You include a $700 negative
adjustment on line 26 because your
section 179 deduction for the AMT is
$700 greater than your allowable regular
tax deduction. In the following year, when
you use the $1,000 regulartax
carryforward, you will have a $700
positive related adjustment for the AMT
because your AMT carryforward is only
$300.

Line 27—Alternative Tax Net
Operating Loss Deduction
(ATNOLD)
The ATNOLD is foe sum of the alternative
tax net operating loss (ATNOL)
carryovers and carrybacks to foe tax year,
subject to the limitation explained below.
Figure your ATNOLD as follow's.
Your ATNOL fora loss year is the
excess of the deductions allowed for
figuring AMTI (excluding foe ATNOLD)
over the income included in AMTI. Figure
this excess with the modifications in
section 172(d), taking into account the
adjustments in sections 56 and 58 and
preferences in section 57 (that is, the
section 172(d) modifications must be
separately figured for the ATNOL). For
example, the limitation of nonbusiness
deductions to the amount of nonbusiness
income must be separately figured for the
ATNOL, using only nonbusiness income
and deductions that are included in AMTI.
Your ATNOLD may be limited. To
figure the ATNOLD limitation, you must
first figure your AMTI without regard to
the ATNOLD and any domestic
production activities deduction. To do this,
first figure a tentative amount for line 9 by
treating line 27 as if it were zero. Next,
figure a tentative total of lines 1 through

26 using the tentative line 9 amount and
treating line 27 as if it were zero. Add any
domestic production activities deduction
to this tentative total. Your ATNOLD
limitation is 90% of the result

However, if an ATNOL that is carried
back to the tax year is attributable to
qualified Gulf Opportunity Zone losses as
defined in section l400N(k)(2), foe
ATNOLD for foe tax year is limited to the
sum of:
1. The smaller of:
a. The sum of the ATNOL carrybacks
and carryforwards to the tax year
attributable to net operating losses other
than qualified Gulf Opportunity Zone
losses, or
b. Ninety percent of AMTI for the tax
year (figured without regard to the
ATNOLD and any domestic production
activities deduction, as discussed above),
plus
2. The smaller of;
a. The sum ot the ATNOL carrybacks
to the tax year attributable to qualified
Gulf Opportunity Zone losses, or
b. AMTI for the tax year (figured
without regard to the ATNOLD and any
domestic production activities deduction,
as discussed above) reduced by the
amount determined under (1), above.
Enter on line 27 the smaller of the
ATNOLD or the ATNOLD limitation.
Any ATNOL not used may be carried
back 2 years or forward up to 20 years
(15 years for loss years beginning before
1998). In some cases, the carryback
period is longer than 2 years; see
sections 172(b) and 14Q0N(K) for details.
The treatment of ATNOLs does not affect
your regular tax NOL.

Note. Ifyou elected under section
172(b)(3) to forgo the carryback period for
the regular tax, the election also applies
for the AMT.

Exemption Worksheet—Line 29
(Keep for Your Records)
riote. If Form 6251, line 28,13 equal lo or more than: S273.500 if single or head at household; 3382,000 if
married filing jointly or qualifying wsdawfer); or S191,000 if married filing separately; your exemption is zero. Do
not complete this worksheet; instead, enter the amount from Form 6251, line 28, on line 30 and go to line 31.

1. Enter; $40,250 if single or head of household; S58.000 if married filing
jointly or qualifying widow(er); $29,000 if married filing separately .,.
1.
2. Enter your alternative minimum taxable income
(AMTI) from Form 6251, fine 28.............................. 2.____________
3. Enter $112,500 if single or head of household;
$150,000 if married filing jointly or qualifying
widow(er); $75,000 if married filing separately ... 3.____________
4. Subtract Sine 3 from line 2. if zero or less, enter -0- 4,___________
5. Mulfipfy line 4 by 25% (.25). ..................................................................
5.
6. Subtract line 5 from line 1. If zero or less, enter-0-. If this form is for a
child underage 14, go to line 7 below. Otherwise, stop here and
enter this amount on Form 6251, line 29, and go to Form 6251, line
30............................................................................................................ ► 6.
7. Child’s minimum exemption amount.......................................................
7.
8. Enter the child's earned income, if any (see instructions)..................
8.
3. Add fines 7 and 8............... .. ...................................................................
9.
10. Enter the smaller of line 6 or fine 9 here and on Form 6251, line 29,
and go to Farm 6251, line 30...................................... ...........................
10.
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$5,850

Line 28—Alternative Minimum
Taxable income
If your filing status is married filing
separately and line 28 is more than
$191,000, you must include an additional
amount on line 28. If line 28 is $307,000
or more, include an additional $29,000.
Otherwise, include 25% of the excess of
the amount on line 28 over $191,000. For
example, if the amount on line 28 is
$211,000, enter $216,000 instead—the
additional S5.000 is 25% of $20,000
($211,000 minus $191,000).

Special Rule for Holders of a
Residual Interest in a REMIC
If you held a residual interest in a real
estate mortgage investment conduit
(REMIC) in 2005, the amount you enter
on line 28 may not be less than the
amount on Schedule E, line 38, column
(c). If the amount in column (c) is larger
than foe amount you would otherwise
enter on line 28, enter the amount from
column (c) instead and enter ‘Sch. Q’ on
the dotted line next to line 28.

Part II—Alternative
Minimum Tax
Line 29—Exemption Amount
If line 28 is more than the amount shown
for your filing status in the middle column
of the chart on line 29, see the worksheet
on this page to figure the amount to enter
on line 29.

Child Under Age 14
if this form is for a child underage 14,
complete the worksheet on this page. A
chiid under age 14 is a child who was
born after January 1,1992, and at least
one of whose parents was alive at the
end of 2005.
Line 8 of the worksheet. Earned income
includes wages, tips, and other amounts
received for personal services performed,
if the child is engaged as a sole, proprietor
or as a partner in a trade or business in
which both personal services and capital
are material income-producing factors,
earned income also includes a
reasonable allowance for compensation
for personal services rendered by the
child, but not more than 30% of his or her
share of the net profits from that trade or
business (after subtracting the deduction
for one-half of self-employment tax).
However, the 30% limit does not apply if
there are no net profits from the trade or
business. If capital is notan
income-producing factor and foe child's
personal services produced the business
income, all of the child’s gross income
from the trade or business is considered
earned income.

Line 32—Alternative Minimum
Tax Foreign Tax Credit
(AMTFTC)
7o see if you need to figure your
AMTFTC, fill in Form 6251, line
34, as instructed (you wiii first
need to figure your foreign tax credit for

0

the regular tax and complete Form 1040,
line 47). If the amount on line 34 is
greater than or equal to the amount on
line 31, you do not owe the AMT. Enter
-0- on line 35 and see Who Must File on
page 1 to find out ifyou must attach Form
6251 to your return. However, even if you
do not owe the AMT, you may need to
complete line 32 io see if you have an
AMTFTC carryback or carryforward to
other tax years.
If you made an election to claim the
foreign tax credit on Form 1040 without
filing Form 1116, your AMTFTC is the
same as the foreign tax credit on Form
1040, line 47. Enter that amount on Form
6251, line 32. Otherwise, your AMTFTC is
your foreign tax credit refigured as
follows.
Step 1. Use a separate AMT Form 1116
for each separate category of income
specified at the top of Form 1116, Write
“AMT" in the top margin of each
Form 1116.
When applying the separate
categories of income, use the applicable
AMT rate instead of the regular tax rate to
determine if any income is “high-taxed."
Step 2. If you previously made or are
making the simplified limitation election
(see page 9), skip Part I and enter on the
AMT Form 1116, line 16, the same
amount you entered on that line for the
regular tax. If you did not complete Form
1116 for the regular tax and you
previously made or are making the
simplified limitation election, complete
Part I and fines 14 through 16 of the AMT
Form 1116 using regular tax amounts.
If the election does not appiy,
complete Part 1 using only income and
deductions that are allowed for the AMT
and attributable to sources outside the
United States. If you have any foreign
source qualified dividends or foreign
source capital gains (including any foreign
source capital gain distributions) or
losses, use the instructions under Step 3
to determine whether you must make
adjustments to those amounts before you
include the amounts on line 1 or line 5 of
the AMT Form 1116.
Step 3. Follow the instructions below, if
applicable, to determine the amount of
foreign source qualified dividends, capital
gain distributions, and other capital gains
and losses to include on line 1 and line 5
of the AMT Form 1116.
Foreign qualified dividends. You
must adjust your foreign source qualified
dividends before you include those
amounts on line 1 of the AMT Form 1116
m
• Line 53 of Form 6251 is smaller than
line 54, and
• Line 41 of Form 6251 is greater than
zero.
But you do not need to make any
adjustments if:
• You qualified for the adjustment
exception under Qualified Dividends and
Capital Gain Tax Worksheet (Individuals)
or Adjustments to foreign qualified ■
dividends under Schedule D Filers in the

Form 1116 instructions when you
completed your regular tax Form 1116,
and
» Line 41 of Form 6251 is not more than
$175,000 ($87,500 if married filing
separately).

To adjust your foreign source qualified
dividends, multiply your foreign source
qualified dividends in each separate
category by 0.5357. Include the results on
line 1 of the applicable AMT Form 1116.
But do not adjust the amount of any
foreign source qualified dividend you
elected to include on line 4g of AMT
Forth 4952.
Individuals with capital gain
distributions only. If you have no
capital gains or losses other than capital
gain distrtbufions from box 2a of Form(s)
1099-DlV or substitute statements), you
must adjust your foreign source capital
gain distributions If you are required to
adjust your foreign source qualified
dividends under the rules just described
or you would be required to adjust your
foreign source qualified dividends if you
had any.
To adjust your foreign source capita!
gain distrtbufions, multiply your foreign
source capital gain distributions in each
separate category by 0.5357. Include the
results on line 1 of the applicable AMT
Form 1116. But do not adjust the amount
of any foreign source capital gain
distribution you elected to include on line
4g of AMT Form 4952.
Individuals with other capital gains
or losses, if any capital gain or loss is
different for the AMT, use amounts as
refigured for the AMT to complete this
step. Use Worksheet A in the instructions
for Form 1.116 to determine the
adjustments you must make to your
foreign source capital gains or losses (as
refigured for the AMT) if:
• You have foreign source capital gains
and losses (as refigured for the AMT) in
no more than two separate categories,
and
• Either you did not complete Part III of
Form 6251 or you were not required to
make adjustments to your foreign source
qualified dividends under the rules
described above (or you would not have
been required to make those adjustments
if you had foreign source qualified
dividends).
Use Worksheet B if you:
• Gannot use Worksheet A,
• Have foreign source capital gains and
losses in no more than two separate
categories, and
• Did not have any item of unrecaptured
section 1250 gain or 28% rate gain or
loss for either regular tax or AMT.
instructions for Worksheets A and
B. When you complete Worksheet A or
Worksheet B, use foreign source capita!
gains and losses, as refigured for the
AMT if necessary, and do not use any
foreign source capital gains you elected
to include on line 4g of AMT Form 4952. If
you are required to complete a Schedule
D for the AMT, use line 16 of that AMT
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Schedule D to complete line 3 of
Worksheet A or line 4 of the Line 2
Worksheet for Worksheet B. Use 0.5357
instead of 0.4286 to complete lines 11,
13, and 15 of Worksheet B and to
complete Steps 4 and 5 of the Line 15
Worksheet for Worksheet B.

If you do not quality to use Worksheet
A or Worksheet B, use the instructions for
Capita! Gains and Losses in Pub. 514 to
determine the adjustments you make.
Step 4. Complete Part It and lines 9
through 13 of the AMT Form 1116. Use
your AMTFTC carryover, if any, on
line 10.
Step 5. If the simplified limitation election
does not appiy, complete lines 14 through
16 of the AMT Form 1116.
Step 6. if you did not complete Part III of
Form 6251, enter the amount from line 28
of Form 6251 on line 17 of the AMT Form
1116 and go to Step 7 on this page. If you
completed Part 111 of Form 6251, you
must complete, for the AMT, the
Worksheet for Line 17 in the Form 1116
instructions to determine the amount to
enter on line 17 of the AMT Form 1116 if:
• Line 53 of Form 6251 is smaller than
line 54, and
• Line 41 of Form 6251 is greater than
zero.

But you do not need to complete the
Worksheet for Line 17 if:
• You qualified for the adjustment
exception under Qualified Dividends and
Capital Gain Tax Worksheet (Individuals)
or Adjustments to foreign qualified
dividends under Schedule D Filers in the
Form 1116 instructions when you
completed your regular tax Form 1116,
and
• Line 41 of Form 6251 is not more than
$175,000 ($87,500 if married filing
separately).
If you do not need to complete the
Worksheet for Line 17, enter the amount
from line 28 of Form 6251 on line 17 of
the AMT Form 1116.

Instructions for AMT Worksheet for
Line 17. Follow these steps to complete,
for the AMT, the Worksheet for Line 17 in
the Form 1116 instructions.
1. Enter the amount from Form 6251,
line 28, on line 1 of the worksheet
2. Skip lines 2 and 3 of the worksheet.
3. Enter the amount from Form 6251,
line 51, on line 4 of the worksheet
4. Multiply line 4 of the worksheet by
0.1071 (instead of 0.2857). Enter the
result on line 5 of the worksheet.
5. Enter the amount from Form 6251,
line 49, on line 6 of the worksheet
6. Multiply line 6 of the worksheet by
0.4643 (instead of 0.5714). Enter the
result on line 7 of the worksheet.
7. Complete lines 8 and 9 of the
worksheet as instructed on the
worksheet

Step 7. Enter the amount from Form
6251, line 31, on the AMT Form 1116,
line 19. Complete lines 18, 20, and 21 of
the AMT Form 1116.

Step 8. Complete Part IV of the first AMT
Form 1116 only.
Enter on Form 6251 .line 32, the
amount from tine 33 ot the first AMT Form
1116.
Attach to your tax return, after Form
6251, all AMT Forms 1116 you used to
figure your AMTFTC.

AMTFTC Carryback and
Carryforward
If your AMTFTC is limited, the unused
amount generally may be carried back or
forward according to section 904(c).
However, if you made the election to
claim the foreign tax credit on Form 1040
without filing Form 1116, any unused
AMTFTC cannot be carried back or
forward. In addition, no unused AMTFTC
from another year can be used in any
year for which the election has been
made.

Simplified Limitation Election
You may elect to use a simplified section
904 limitation to figure your AMTFTC. If
you do, use your regular tax income for
Form 1116, Part t, instead of refiguring
your foreign source income for the AMT,
as described eariier. You must make the
election for the first tax year after 1997 for
which you claim an AMTFTC. if you do
not make the election for that year, you
may not make it for a later year. Once
made, the election applies to all later tax
years and may be revoked only with IRS
consent

Line 34
If you used Schedule J to figure your tax
on Form 1040, line 44, you must refigure
that fax (including any tax from Form
8814) without using Schedule J before
completing this line. This is only for Form
6251; do not change the amount on Form
1040, line 44.

Part III-—Tax Computation
Using Maximum Capital
Gains Rates
Lines 37, 38, and 39
You generally can fill out lines 37,38, and
39 using the amounts from the Qualified
Dividends and Capital Gain Tax
Worksheet or the Schedule D Tax
Worksheet, whichever applies, and

Schedule D (Form 1040), if you
completed Schedule D. But do not use
those amounts if any of the following
statements apply.
1. Any gain or loss on Schedule D is
different for the AMT (for example,
because of a different basis tor the AMT
due to depreciation adjustments, an
incentive stock option adjustment, or a
different AMT capital loss carryover from
2004).
2. You did not complete either the
Qualified Dividends and Capita! Gain Tax
Worksheet or the Schedule D Tax
Worksheet because Form 1040, line 43,
is zero.
3. You received a Schedule K-1
(Form 1041) that shows an amount in box
12 with code B, C, D, E, or F. If this
applies, see Beneficiaries of estates or
trusts on this page. Then read the
following Instroctions.
If (1) or (3) above applies, complete
lines 1 through 20 of an AMT Schedule D
by refiguring the amounts of your gains
and losses for the AMT. Next, if (1), (2),
or (3) above applies, complete lines 2
through 6 of an AMT Qualified Dividends
and Capital Gain Tax Worksheet or lines
2 through 13 of an AMT Schedule D Tax
Worksheet, whichever applies. (See line
20 of your AMT Schedule D, if you
completed one, to determine which
worksheet applies.) Complete line 5 of the
AMT Qualified Dividends and Capital
Gain Tax Worksheet or lines 3 and 4 of
the AMT Schedule D Tax Worksheet,
whichever applies, using your AMT Form
4952, Use amounts from Schedule D or
the AMT Schedule D, whichever applies,
and either the AMT Qualified Dividends
and Capital Gain Tax Worksheet or the
AMT Schedule D Tax Worksheet,
whichever applies, to complete lines 37,
38, and 39 of Form 6251. Keep the AMT
Schedule D and applicable worksheet for
your records, but do not attach the AMT
Schedule D to your tax return.
Note. Do not decrease your section 1202
exclusion by the amount, if any, on
line 12

Beneficiaries of estates or trusts. If
you received a Schedule K-1 (Form 1041)
that shows an amount in box 12, follow
the instructions in the following table.
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IF the code in
box 12 is...

THEN Include that
amount in the total on...

B

line 2 of an AMT Qualified
Dividends and Capital Gain
Tax Worksheet or an AMT
Schedule D Tax
Worksheet, whichever
applies.

C

line 5, column (f), of an
AMT Schedule D.

D

tine 12, co’umn (f), of an
AMT Schedule D.

E

line 11 of an AMT
Unrecaptured Section 1259
Gain WorksheeL

F

line 4 of an AMT 28% Rale
Gain Worksheet

Paperwork Reduction Act Notice. We
ask for the informalion on this form to
carry out the Internal Revenue laws of the
United States. You are required to give us
the information. We need it to ensure that
you are complying with these taws and to
allow us to figure and collect the right
amount of tax.
You are not required to provide the
information requested on a form that Is
subject to the Paperwork Reduction Act
unless the form displays a valid QMB
control number. Books or records relating
to a form or its instructions must be
retained as tong as their contents may
become material in Ihe administration of
any Internal Revenue law. Generally, tax
returns and return information are
confidential, as required by section 6103.
The average time and expenses
required to complete and file this form will
vary depending on individual
circumstances. For the estimated
averages, see the instructions for your
income tax return.
If you have suggestions for making this
form simpler, we would be happy to hear
from you. See the instructions for your
income tax return.
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States Ranked by Total Taxes and Per Capita Amount: 2004
(Amounts are in thousands. Per capita amounts are in dollars)

Total tax
Rank

State

Amount

United States.....

593,488,853

California.....
New York.....
Florida.....
Texas.....
Illinois.....

85,721,483
45,833,652
30,767,561
30,751,860
25,490,593

6
7
8
9
10

Pennsylvania.....
Michigan.....
Ohio.....
New Jersey.....
Massachusetts.....

11
12
13
14
15

Rank

Total tax per capita
State

Amount

United States.....

2,024.85

1
2
3
4
5

Hawaii.....
Wyoming.....
Connecticut.....
Minnesota.....
Delaware.....

3,047.61
2,968.00
2,937.01
2,888.63
2,862.03

25,346,869
24,061,065
22,475,528
20,981,428
16,698,723

6
7
8
9
10

Vermont.....
Massachusetts.....
New Jersey.....
California.....
New York.....

2,844.96
2,602.26
2,411.94
2,388.18
2,383.82

North Carolina.....
Minnesota.....
Georgia.....
Virginia__
Washington.....

16,576,316
14,734,921
14,570,573
14,233,065
13,895,346

11
12
13
14
15

Michigan.....
Wisconsin.....
Washington.....
Rhode Island.....
Maryland.....

2,379.22
2,274.66
2,239.74
2,228.36
2,215.69

16
17
18
19
20

Wisconsin.....
Maryland.....
Indiana.....
Connecticut.....
Arizona.....

12,531,098
12,314,799
11,957,470
10,291,289
9,606,318

16
17
18
19
20

Maine.....
New Mexico.....
Nebraska.....
West Virginia.....
Pennsylvania.....

2,199.51
2,102.88
2,083.46
2,065.57
2,043.11

21
22
23
24
25

Tennessee.....
Missouri.....
Kentucky.....
Louisiana.....
Colorado.....

9,536,031
9,119,664
8,463,400
8,025,507
7,051,457

21
22
23
24
25

Kentucky.....
Nevada.....
Arkansas.....
Illinois.....
Alaska.....

2,041.34
2,029.50
2,027.13
2,004.92
1,966.66

26
27
28
29

Alabama.....
South Carolina.....
Oklahoma.....
Oregon.....
Arkansas.....

7,018,242

26
27
28
29
30

Ohio.....
North Carolina.....
North Dakota.....
Kansas.....
Indiana.....

1,961.39
1,940.79
1,938.31
1,931.17
1,916.88

1
2
3
4
5

30

6,803,568
6,426,713
6,103,071
5,580,678

48

31
32
33
34
35

Kansas.....
Iowa.....
Mississippi__
Nevada.....
Utah.....

36

New Mexico.....

37
38
39
40

Hawaii.....
West Virginia.....
Nebraska.....
Maine.....

41
42
43
44
45
46
47
48
49
50

5,283,676
5,133,126
.5,124,730
4,738,877
4,189,172

35

Virginia.....
Idaho.....
Oklahoma.....
Louisiana.....
Florida.....

1,907.92
1,900.78
1,823.70
1,777.13
1,768.56

4,001,780
3,849,135
3,749,013
3,639,811
2,896,759

36

Mississippi.....

37
38
39
40

Montana.....
Utah.....
Iowa...:.
Oregon.....

1,765.32
1,753.71
1,753.53
1,737.69
1,697.66

Idaho.....
Rhode Island.....
Delaware.....
New Hampshire.....
Vermont__

2,647,790
2,408,861
2,375,482
2,005,389
1,766,719

41

Arizona.....
Georgia.....
South Carolina.....
Tennessee.....
Missouri.....

1,672.41
1,650.31
1,620.67
1,616.00
1,584.65

Montana.....
Wyoming.....
Alaska.....
North Dakota.....
South Dakota.....

1,625,692
1,504,777
1,288,164
1,228,890
1,062,722

46

Alabama.....
New Hampshire.....
Colorado.....
South Dakota.....
Texas.....

1,549.28
1,542.61
1,532.59
1,378.37
1,367.36

.

31.

32
33
34

42
43
44

45

47
48
49
50

Note. United States Census Bureau, (n.d.) 2004 States
Ranked by Total Taxes and Per Capita Amount. Retrieved
November 26, 2005, from http://www.census.gov/govs/
statetax/04staxrank.html
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